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Summary 

Since 2014, the Patient Protection and Affordable Care Act (ACA; PL. 111-148, as amended) has 
required most individuals to maintain health insurance coverage or potentially to pay a penalty for 
noncompliance. Specifically, most individuals are required to maintain minimum essential 
coverage for themselves and their dependents. Minimum essential coverage is a term defined in 
the ACA and its implementing regulations and includes most private and public coverage (e.g., 
employer-sponsored coverage, individual coverage, Medicare, and Medicaid, among others). 
Some individuals are exempt from the mandate and the penalty, and others may receive financial 
assistance to help them pay for the cost of health insurance coverage and the costs associated with 
using health care services. 

Individuals who do not maintain minimum essential coverage and are not exempt from the 
mandate have to pay a penalty for each month of noncompliance with the mandate. The penalty is 
the greater of a flat dollar amount or a percentage of applicable income. In 2014, the annual 
penalty was the greater of $95 or 1% of applicable income; the penalty increased to the greater of 
$325 or 2% of applicable income in 2015. The penalty will increase again in 2016 and will be 
adjusted for inflation thereafter. 

The penalty is assessed through the federal tax filing process. The Internal Revenue Service (IRS) 
can attempt to collect any owed penalties by reducing the amount of an individual’s tax refund; 
however, individuals who fail to pay the penalty will not be subject to any criminal prosecution or 
penalty for such failure. The Secretary of the Treasury cannot file notice of lien or file a levy on 
any property for a taxpayer who does not pay the penalty. 

Certain individuals are exempt from the individual mandate and the penalty. For example, 
individuals with qualifying religious exemptions and those whose household income is below the 
filing threshold for federal income taxes are not subject to the penalty. The ACA allows the 
Secretary of Flealth and Human Services (HHS) to grant hardship exemptions from the penalty to 
anyone determined to have suffered a hardship with respect to the capability to obtain coverage. 
The Secretary of HHS has identified a number of different circumstances that would allow 
individuals to receive a hardship exemption, including an individual not being eligible for 
Medicaid based on a state’s decision not to carry out the ACA expansion and financial or 
domestic circumstances that prevent an individual from obtaining coverage (e.g., eviction or 
recent experience of domestic violence). 

The ACA includes several reporting requirements designed, in part, to assist individuals in 
providing evidence of having met the mandate. Every entity (including employers, insurers, and 
government programs) that provides minimum essential coverage to any individual must present 
a return to the IRS and a statement to the covered individual that includes information about the 
individual’s health insurance coverage. 
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T his report describes the individual mandate as established under the Patient Protection and 
Affordable Care Act (ACA; PL. 111-148, as amended). 1 It also discusses the ACA 
reporting requirements designed, in part, to assist individuals in providing evidence of 
having met the mandate. 



Individual Mandate 

The ACA requires most individuals to have health insurance coverage or potentially to pay a 
penalty for noncompliance. 2 Individuals are required to maintain minimum essential coverage for 
themselves and their dependents. Some individuals are exempt from the mandate and the penalty, 
and others may receive financial assistance to help them pay for the cost of health insurance 
coverage and the costs associated with using health care services. Calendar year 2014 was the 
first year in which individuals were expected to comply with the individual mandate requirement. 
Because the penalties are assessed through the federal tax filing process, calendar year 2015 is the 
first year in which the penalty is assessed (for calendar year 2014). 



Minimum Essential Coverage 

In general, individuals who are not exempt from the mandate must maintain minimum essential 
coverage to avoid the penalty. Minimum essential coverage is defined broadly in statute and is 
defined further in regulations; the definition includes most types of government-sponsored 
coverage (e.g., Medicare) as well as most types of private insurance (e.g., employer-sponsored 
insurance, or ESI). Table A-l in Appendix A lists types of coverage that are and are not 
considered minimum essential coverage, as identified in statute, regulations, and guidance. 



Penalty 

With some exceptions, individuals are required to maintain minimum essential coverage for 
themselves and their dependents. 3 Those who do not meet the mandate may be required to pay a 
penalty for each month of noncompliance. The penalty is calculated as the greater of either 

• A percentage of applicable income, defined as the amount by which an 

individual’s household income 4 exceeds the applicable tax filing threshold for the 
tax year; 5 or 



1 On June 28, 2012, the U.S. Supreme Court issued its decision in National Federation of Independent Business v. 
Sebelius, finding that the individual mandate in Section 5000A of the Internal Revenue Code (IRC) is a constitutional 
exercise of Congress’s authority to levy taxes. However, the Court held that it was not a valid exercise of Congress’s 
power under the Commerce Clause or the Necessary and Proper Clause. For more information, see CRS Report 
WSLG1 12, Supreme Court Upholds the Individual Mandate as a Permissible Exercise of Congress ' Taxing Power, by 
Erika K. Lunder. 

2 26 U.S.C. §5000A. 

3 The Internal Revenue Service (IRS) provides that a taxpayer is liable for an individual mandate penalty for his or her 
dependents regardless of whether the taxpayer claims a personal exemption for the dependents for the taxable year. 
Dependent is defined in IRC 5152 and includes qualifying children and qualifying relatives (78 Federal Register 
53646, August 30, 2013). 

4 Household income is defined as the modified adjusted gross income (MAGI) of the taxpayer, plus the aggregate 

MAGI of all other individuals for whom the taxpayer is allowed a deduction for personal exemptions for the taxable 
(continued...) 
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